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SUBJECT: Enpl oyer Qualified At-R sk Youth Wages Credit

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

X AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

X FURTHER AMENDMENTS NECESSARY .
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALY SIS OF BILL ASAMENDED March 24, 1999, STILL APPLIES.
OTHER - See comments below.

SUMVARY OF BILL

Under the Personal Incone Tax Law (PITL) and the Bank and Corporation Tax Law
(B&CTL), this bill would allow a credit equal to one-third of the wages paid or
incurred by a qualified enployer |located in Los Angel es County for the first year
of empl oynment of a qualified at-risk youth. The credit would be Iimted to

$5, 000 per youth. Additionally, this bill would allow a credit equal to the
anmount paid or incurred by the enployer for the services of a county probation or
parol e officer, not to exceed $300 for each at-risk youth.

Under the Governnment Code, this bill would allow a county board of supervisors to
i mpose a one-time fee upon a qualified enployer of up to $300 for the services of
a probation officer in the supervision of a qualified at-risk youth.

Under the Penal Code, this bill also would require a probation officer to provide
verification of an enployee's status as a qualified at-risk youth.

In uncodified law, this bill would require the Franchi se Tax Board (FTB) and the
Legislative Analyst’s Ofice (LAO to report annually on aspects of this credit
and the county probation departnments to track recidivismrates anong at-risk
yout hs who qualify an enployer for credit.

SUMVARY OF AMENDMENT

The May 28, 1999, amendnent would limt the application of this bill to a
qual i fied enployer located in the County of Los Angel es.

Except for the anmendments descri bed above, the revised revenue anal ysis and the
techni cal consideration shown bel ow, the departnent’s previous analysis of the
bill as anmended March 24, 1999, still applies.
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Techni cal Consi der ati ons

According to staff at the author’s office, the May 28, 1999, anendnents are
intended to apply to qualified at-risk-youths working within the geographic
boundari es of the county of Los Angeles for a qualified enployer.
Amendments 1, 2, 3 and 4 would clarify this intent.

Tax Revenue Esti mate

The bill is estimated to inpact PIT and B&CT revenue as shown in the
foll owi ng table.

Fi scal Year Cash Fl ow
Ef fective 1/1/99
Enact ment Assumed After June 30, 1999
$ Mllions
1999-0 2000-01 2001-02
PIT Revenue (Negl i gi bl e*) -$1 -$2
B&CT Revenue (M nor | oss**) -$2 -$4
Tot al (M nor | oss**) -$3 -$6

Loss | ess than $250, 000
** L oss | ess than $500, 000

This estimate does not account for any changes in enploynent, personal
i ncone, or gross state product that mght result fromthis proposal

Tax Revenue Di scussi on

The revenue inpact of the bill as introduced January 21, 1999, is reduced to
reflect the limtation of the credit to taxpayers |ocated in Los Angel es
County. The estimate is reduced from$l million to mnor |osses in 1999-00,
$4 million to $3 million in 2000-01, and from$8 million to $6 nmillion in
2001-02. For purposes of this estimate, it was assuned that the qualified
at-risk youth would work in Los Angeles County for a qualified enployer.
Except for the reduction in the nunber of qualifying at-risk youth and the
attendant reduction in estimated | osses, the remai ni ng assunpti ons and

anal yses are the sane as the original bill.

O the 3,500 qualified at-risk youths assumed fromthe analysis of the bil
as introduced, it was assuned that approximately 71%of this total (2,500

i ndi viduals) participating in the federal work opportunity program woul d
qualify private sector enployers located in Los Angeles County for the
proposed credit. This was based on population information fromthe County
and City Data book for 1994 (a supplenment of the U S Statistical Abstract).

BOARD POSI TI ON

Neut r al

At its March 23, 1999, neeting, the Franchise Tax Board voted 2-0 to take a
neutral position on this bill as introduced January 21, 1999.
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FRANCHI SE TAX BOARD S
PROPOSED AMENDMENTS TO AB 203
As Amended May 28, 1999

AMENDMENT 1

On page 4, line 32, after “enployed” insert:

within the County of Los Angel es

AVENDMENT 2
On page 5, line 4, after “taxpayer” delete “located” and insert:
who operates a trade or business
AVENDMENT 3

On page 7, line 1, after “enpl oyed” insert:

within the County of Los Angel es

AVENDVENT 4
On page 7, line 11, after “"taxpayer” delete “located” and insert:

who operates a trade or business



